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GERMANY ON THE VERGE 


ESPITE the final acceptance of the Hoover 

moratorium proposal last week,* the Ger- 
man financial situation has grown steadily more 
serious. To halt the withdrawal of foreign capital 
from Germany, Dr. Hans Luther, president of 
the Reichsbank, made an airplane trip to Paris 
and London on July 9 in a hurried search for a 
$400,000,000 credit. When his efforts proved 
fruitless, the runs on German banks increased, 
the mark fell to its lowest level since 1924, and 
on July 13 one of the largest banks—Darmstéddter 
und Nationalbank—closed its doors. President von 
Hindenburg thereupon enacted a decree closing 
private banks for two days. The stock exchanges 
also have been closed, probably for the remainder 
of the week; the Reichsbank, the only financial 
institution left open, has adopted a policy of re- 
fusing to sell foreign exchange, with minor ex- 
ceptions. 

Germany’s present plight is due partly to its 
dependence upon foreign short-term credits. 
Until recently these credits—approximately 10 
billion marks—were estimated to be about as 
large as Germany’s foreign long-term loans. Un- 
able to maintain its former scale of long-term 
borrowing because of the depressed world bond 
market, Germany has been obliged to rely more 
than ever upon short-term credits. But since 
these credits may be withdrawn whenever Ger- 
man conditions cause apprehension abroad, the 
financial condition of the country is highly un- 
stable. It is estimated that during the last six 
weeks foreigners have failed to renew about half 
a billion dollars in short-term credits. Likewise, 
many Germans, fearful lest their savings be 
wiped out by depreciation as in 1923, have been 
feverishly converting their marks into foreign 
currencies. If this is not checked, the financial 
resources of the country will be drained and the 
banks and industries, lacking capital, will be 
forced into bankruptcy. 


*“France and America Agree,” F. P. A. News Bulletin, Vol. X, 
No. 36, July 10, 1931. 


The very fact that President Hoover should 
announce (June 20) that the situation in Ger- 
many was so critical as to justify a moratorium 
inevitably aroused apprehensions which could 
have been allayed only if relief had been forth- 
coming immediately. The prolonged negotiations 
with France, however, followed by the disagree- 
ment over whether Germany must meet its July 
15 payments in case the experts had not disposed 
of unsettled details by that time, created renewed 
anxiety, which is reflected in the present crisis. 


To consider Germany’s needs and decide cer- 
tain questions in connection with the Franco- 
American agreement, the Bank for International 
Settlements met at Basle on July 13. After a 
twelve-hour session, during which the plea of Dr. 
Luther was heard, the Board issued a statement 
declaring that the economic and budgetary posi- 
tion of Germany was satisfactory in spite of the 
withdrawals of short-term capital. Moreover, 
“being convinced of the necessity” of giving Ger- 
many financial assistance, the Board declared that 
it was ready to “collaborate” in such assistance 
“by all the means at the disposal of the central 
banks.” The Board also authorized a renewal 
for three months of its share in the $100,000,000 
credit advanced a few weeks ago, as did the three 
other foreign banks involved. 


The action of the B. I. S. has somewhat 
steadied the situation, but whether Germany will 
go into bankruptcy depends on its success in 
obtaining a large-scale credit. If the world fi- 
nancial community demonstrates its confidence in 
the fundamental soundness of Germany by grant- 
ing such a credit, it is believed that the mark 
will recover and that eventually, when the bond 
market improves, Germany will be able to con- 
vert its short-term indebtedness into long-term 
obligations. Whether Germany can obtain this 
credit depends primarily on the attitude of 
France. It is unlikely that the Bank of England 
and the Federal Reserve Bank of New York 
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would arrange a credit for Germany without the 
cooperation of the Bank of France, because they 
lack the necessary resources and because of the 
obvious political objections to any such arrange- 
ment, 

When Dr. Luther flew to Paris in search of 
aid, he was plainly told that a credit would not 
be forthcoming unless Germany gave political 
guarantees—namely, that it give up the proposed 
Austrian customs union and suspend battleship 
construction. These political demands are ex- 
tremely humiliating to German pride, and, should 
the Briining government accept them in their 
present form, it is doubtful whether it could stay 
in power. Even if, conceivably, they are accepted, 
it will be with the bitterness that accompanied 
the acceptance of the Treaty of Versailles. 
Nevertheless, the foreign policy of the Briin- 
ing government is partly responsible for the 
country’s present predicament. Had the German 
government voluntarily announced upon the con- 
clusion of the Franco-American debt negotiations 
that, due to changed circumstances, it would sus- 
pend battleship construction and postpone the 
customs negotiations, it would have strengthened 
its position morally and financially throughout 
the entire world. It failed to seize this oppor- 
tunity, and as a result is today begging favors 
from the French government. 


The attitude of France, as represented in its 
exaggerated fears of Germany, its unwillingness 
to realize the importance to the whole of Europe 
of German stability, and its constant threat of 
reprisals, is of course highly unreasonable. En- 
joying the military and financial supremacy of 
Europe, however, France is today strong enough 
to be unreasonable, while Germany is not. The 
one hope for a solution of this deadlock is that 
Mr. Stimson and Mr. Henderson, who are to ar- 
rive in Paris this week, will be able to build a 
bridge between France and Germany that not 
only will make possible a German credit, but will 
ultimately bring about a reconciliation between 


these two great powers. RAYMOND LESLIE BUELL 
Public Opinion and Disarmament 


In few countries has public opinion on dis- 
armament advanced further than in Great Brit- 
ain. On July 11 Prime Minister MacDonald and 
former Prime Ministers Stanley Baldwin and 
Lloyd George addressed a mass meeting of 8,000 
at the Royal Albert Hall in one of the most re- 
markable peace demonstrations ever held. The 
responsible leaders of the three political parties 
pledged themselves to work together for the suc- 
cess of the General Disarmament Conference, and 
joined in denouncing the danger of armaments 


Page Two 


and the staggering burden imposed by military 
competition and preparations. ‘“‘We are going 
to Geneva,” the Prime Minister declared, “. . . 
determined to get the nations of the world to 
join in and reduce this enormous, disgraceful 
burden of armaments which we are now bearing 
from one end of the world to the other.” 

In Parliament on June 29, Prime Minister Mac- 
Donald submitted figures showing that Great 
Britain already had materially reduced its ex- 
penditures as well as the size of its army and 
navy from the 1914 and 1924 levels, whereas 
most cther countries had increased or only slightly 
decreased theirs. He did not say that Britain had 
reached the limit of reduction, as some writers 
have contended, but simply that further reduc- 
tions must be made by all powers in common. 

The British navy, according to Mr. MacDon- 
ald’s figures, cost (in terms of present-day cur- 
rency) approximately $380,000,000 in 1914, 
$280,000,000 in 1924, and $260,000,000 in 
1930. The United States, according to the same 
estimates, spent on its navy approximately 
$220,000,000 in 1914, $330,000,000 in 1924, and 
$390,000,000 in 1930. These comparisons have 
been criticized in the United States as unfair and 
misleading; exception has been taken to the years 
selected and to the comparison of budgets rather 
than of ships or tons. Nevertheless, the figures 
reflect accurately the remarkable rise of the 
American fleet from a position of relative in- 
feriority to one of approximate equality with the 
greatest navy in the world. In 1914 the United 
States, with a total of 894,000 tons as compared 
with 2,700,000 tons for Great Britain, 1,306,000 
for Germany, and 899,000 tons for France, ranked 
fourth among the great naval powers. Today, 
despite the reductions of the Washington and 
London Conferences, the United States navy 
totals approximately 1,100,000 tons, compared 
with 1,148,000 tons for Great Britain. 

WILLIAM T. STONE 


Bismarck and Mussolini, by Charles H. Sherrill. New 

York, Houghton Mifflin, 1931. $3.50. 

An attempt to draw a parallel between the careers of 
Il Duce and the Iron Chancellor, by an avowed admirer 
of both men. ; 

Bolshevism at a Deadlock, by Karl Kautsky. New York, 

Rand School Press, 1931. $1.75. 

The veteran German Socialist denounces the methods 
of the Soviet government on the ground that they con- 
stitute a reaction against the revolution of March 1917. 
La Parti Bolcheviste, by Henry Rollin. Paris, Delagrave, 

1931. 

This second volume of a trilogy on the Russian revolu- 
tion is the most comprehensive study of Communist theory 
published in French. It somewhat overstresses, however, 
historical parallels between the French Revolution and 
that of 1917. 
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